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CONFIDENTIAL MONTEVIDEO 0823 

E.O. 11652: GDS 

TAGS: ENRG, BEXP, BENC, PFOR, UY, BR 

SUB J : BRAZIL TO BUILD PALMAR DAM IN URUGUAY 

REF: (A) 75 MONTEVIDEO A- 159 (NOTAL), (B) 75 MONTEVIDEO A-62 

PASS COMMERCE/MEPD, EXIMBANK. USCINCSO FOR POLAD 

BEGIN UNCLASSIFIED 

1 . URUGUAYAN AND BRAZILIAN CENTRAL BANK PRESIDENTS SIGNED 
AGREEMENT ON FEB 26 BY WHICH BRAZIL WILL PROVIDE UP TO 

$131 MILLION OF ESTIMATED $200 MILLION FOR CONSTRUCTION OF 
300 MVA HYDROELECTRIC DAM AT PASO PALMAR ON URUGUAY'S RIO 
ENGRO. REMAINDER WILL BE PROVIDED BY URUGUAY FOR LOCAL COSTS. 

2. AS DESCRIBED IN REF A (NOT SENT TO BUENOS AIRES) LOAN 

IS TIED TO ACQUISITION OF SUPPLIES AND EQUIPMENT IN BRAZIL 
AS WELL AS CONSTRUCTION BY BRAZILIAN COMPANY. ACCORDING TO 
PRESS. TERMS ARE FIFTEEN YEARS AT EIGHT PERCENT WITH 
FIVE YEAR GRACE PERIOD. 

3. WITH EXCEPTION OF SALTO GRANDE, THIS LOAN IS THE LARGEST 
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SINGLE FOREIGN CREDIT URUGUAY HAS RECEIVED. REPORTEDLY, IT 
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MAY ALSO BE THE LARGEST CREDIT FOR A SINGLE PROJECT THAT 
BRAZIL HAS GRANTED THAT WILL NOT PROVIDE DIRECT BENEFITS, 

(E.G. ITAIPU AND ELECTRICITY, TO BRAZIL. 

4. PALMAR WILL FORM PART OF A CIRCUIT WHICH, WITH SALTO 
GRANDE (A 1,600 MV A JOINT PROJECT WITH ARGENTINA ON RIO 
URUGUAY), WILL BY 1980 BEING TO PROVIDE URUGUAY WITH A 
SURPLUS OF ELECTRI POWER. PALMAR PLANS HAVE BEEN OFF AN ON 
FOR 10 YEARS. PETROLEUM PRICE INCREASES, AND AN 

UPDATED STUDY, CONFIRMED FEASIBILITY OF CONSTRUCTION NOW. 

PALMAR WILL NOTPROVIDE ELECTRICITY TO BRAZIL. WHILE A 
BRAZILIAN INTER-CONNECTION (SUCH AS IS BEING IMPLEMENTED 
WITH ARGENTINA) HAS OCASIONALLY BEEN MENTIONED, THERE ARE 
NO PLANS NOW UNDER STUDY FOR SUCH AN EVENTUALITY. 

END UNCLASSIFIED 

BEGIN CONFIDENTIAL 

5. COMMENT: THE PUBLICIT SURROUNDING THE AGREEMENT HAS, IN 
KEEPING WITH BRAZIL'S "LOW PROFILE" HERE, (REF B) BEEN FACTUAL 
AND LOW KEY. NEVERTHELESS, BRAZILIAN FINANCING AND THE 
RESULTATN SIGNIFICANYINCREASE IN IMPORTS FROM THAT COUNTRY 
WILL BE SEEN LOCALLY AS REINFORCING BRAZILIAN INTEREST IN 
URUGUAY. 

6. ANOTHER ASPECT TO NOTE IS THAT PALMAR IS CONSIDERED TO BE 
A PET PROJECT OF THE URUGUAYAN MILITARY WHO ARE ATTRACTED 
ON SECURITY GROUNDS AS IT IS WHOLLY WITHIN URUGUAY. THERE 
IS ALSO SOME INDICATION THAT IT IS VIEWED AS A "PRESTIGE" 

PROJECT. IE., AN ENDURING MONUMENT TO MILITARY PARTICIPATION 
IN THE GOVERNMENT, AS A SMALLER DAM BUILT IN THE 1930'S IS 
ALSO CONSIDERED. THE GENERAL PUBLIC IS AWARE OF THIS AND 
WILL PROBABLY INTERPRET THIS LOAN AS BRAZILIAN SUPPORT FOR 

THE PRESENT MILITARY INFLUENCED GOVERNMENT, WHICH IN OUR VIEW IT 
UNDOUBTEDLY IS. 

7. WHILE THE LOAN, OUTWARDLY AT LEAST, HAS THE APPEARANCE OF 
A "BALANCING ACT" TO OFFSET ARGENTINE INFLUENCE IN URUGUAY, 

THE AGREEMENT FITS NEATLY INTO THE GOU’S OFSTATED POLICY 
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OF DEVELOPING A NETWORK OF POLITICAL, ECONOMIC, AND SOCIAL 

TIES WITH TIS CLOSE NEIGHBORS. THE GOU HAS NEGOTIATED A SERIES OF 

BILATERAL AGREEMENTS, AND IT INSISTS THAT THE ULTIMATE AIM OF THE 

ACCORDS IS REGIONAL ECONOMIC DEVELOPMENT AND COOPERATION. IF THE 

PROJECT GOES FORWARD. AS APPEARS LIKELY, IT WILL BE 

ONE OF THE KEY ACCORDS URUGUAY HAS SIGNED TO FURTHER THISPOLICY. 

HAAHR 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 

CONFIDENTIAL 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: CONSTRUCTION, ECONOMIC ASSISTANCE, AGREEMENTS, HYDROELECTRIC POWER PLANTS, DAMS, PROGRAMS (PROJECTS) 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 05 MAR 1976 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: ShawDG 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1976MONTEV00823 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Film Number: D760086-0786 
From: MONTEVIDEO 

Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1976/newtext/t1 9760391 /aaaadbxt. tel 

Line Count: 114 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ACTION ARA 
Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: n/a 

Previous Classification: CONFIDENTIAL 

Previous Handling Restrictions: n/a 

Reference: 76 MONTEVIDEO A-159, 76 MONTEVIDEO A-62 

Review Action: RELEASED, APPROVED 

Review Authority: ShawDG 

Review Comment: n/a 

Review Content Flags: 

Review Date: 1 9 JUL 2004 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <19 JUL 2004 by KelleyW0>; APPROVED <21 OCT 2004 by ShawDG> 

Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
04 MAY 2006 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: BRAZIL TO BUILD PALMAR DAM IN URUGUAY 
TAGS: ENRG, BEXP, BENC, PFOR, UY, BR 
To: STATE 
Type: TE 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



